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È QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2001

OR

‘ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File No. 0-2989

Commerce Bancshares, Inc.
(Exact name of registrant as specified in its charter)

Missouri 43-0889454
(State of Incorporation) (IRS Employer Identification No.)

1000 Walnut, Kansas City, MO 64106
(Address of principal executive offices and Zip Code)

(816) 234-2000
(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or
15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90
days.

Yes X No

As of November 5, 2001, the registrant had outstanding 62,448,135 shares of its $5 par value common
stock, registrant’s only class of common stock.
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PART I: FINANCIAL INFORMATION

In the opinion of management, the consolidated financial statements of Commerce Bancshares, Inc. and
Subsidiaries as of September 30, 2001 and December 31, 2000 and the related notes include all material
adjustments which were regularly recurring in nature and necessary for fair presentation of the financial
condition and the results of operations for the periods shown.

The consolidated financial statements of Commerce Bancshares, Inc. and Subsidiaries and management’s
discussion and analysis of financial condition and results of operations are presented in the schedules as follows:

Schedule 1: Consolidated Balance Sheets

Schedule 2: Consolidated Statements of Income

Schedule 3: Consolidated Statements of Changes in Stockholders’ Equity

Schedule 4: Consolidated Statements of Cash Flows

Schedule 5: Notes to Consolidated Financial Statements

Schedule 6: Management’s Discussion and Analysis of Financial Condition and Results of Operations,
including Quantitative and Qualitative Disclosures about Market Risk

PART II: OTHER INFORMATION

Item 6. Exhibits and Reports on Form 8-K

No reports on Form 8-K were filed during the quarter ended September 30, 2001.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

COMMERCE BANCSHARES, INC.

Date: November 9, 2001 /S/ J. DANIEL STINNETTBy
J. Daniel Stinnett

Vice President & Secretary

Date: November 9, 2001 /S/ JEFFERY D. ABERDEENBy
Jeffery D. Aberdeen

Controller (Chief Accounting Officer)
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Schedule 1

COMMERCE BANCSHARES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

September 30
2001

December 31
2000

(Unaudited)
(In thousands)

ASSETS
Loans, net of unearned income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,802,350 $ 7,906,665
Allowance for loan losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (130,964) (128,445)

Net loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,671,386 7,778,220

Investment securities:
Available for sale . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,948,965 1,864,991
Trading . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,678 20,674
Non-marketable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,081 55,238

Total investment securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,025,724 1,940,903

Federal funds sold and securities purchased under agreements to resell . . . . . . . . . . 244,025 241,835
Cash and due from banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 825,132 616,724
Land, buildings and equipment, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 300,617 257,629
Goodwill and core deposit premium, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 52,474 58,182
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 196,540 221,624

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $12,315,898 $11,115,117

LIABILITIES AND STOCKHOLDERS’ EQUITY
Deposits:

Non-interest bearing demand . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,309,271 $ 1,564,907
Savings and interest bearing demand . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,529,229 5,049,729
Time open and C.D.’s of less than $100,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,318,929 2,081,057
Time open and C.D.’s of $100,000 and over . . . . . . . . . . . . . . . . . . . . . . . . . . . 555,022 386,045

Total deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,712,451 9,081,738
Federal funds purchased and securities sold under agreements to repurchase . . . . . . 723,959 543,874
Long-term debt and other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 442,841 224,684
Accrued interest, taxes and other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 174,262 121,066

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,053,513 9,971,362

Stockholders’ equity:
Preferred stock, $1 par value.

Authorized and unissued 2,000,000 shares . . . . . . . . . . . . . . . . . . . . . . . . . — —
Common stock, $5 par value.

Authorized 100,000,000 shares; issued 63,557,187 shares in 2001 and
62,655,891 shares in 2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 317,786 313,279

Capital surplus . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 148,375 147,436
Retained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 781,255 671,147
Treasury stock of 935,225 shares in 2001 and 78,513 shares in 2000, at cost . . (34,747) (2,895)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,892) (1,179)
Accumulated other comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51,608 15,967

Total stockholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,262,385 1,143,755

Total liabilities and stockholders’ equity . . . . . . . . . . . . . . . . . . . . $12,315,898 $11,115,117

See accompanying notes to consolidated financial statements.
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Schedule 2

COMMERCE BANCSHARES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

For the Three Months
Ended September 30

For the Nine Months
Ended September 30

2001 2000 2001 2000

(Unaudited)
(In thousands, except per share data)

INTEREST INCOME
Interest and fees on loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $143,447 $170,387 $461,415 $491,760
Interest on investment securities . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,798 32,186 96,264 103,327
Interest on federal funds sold and securities purchased under

agreements to resell . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,300 4,198 20,777 10,986

Total interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . 184,545 206,771 578,456 606,073
INTEREST EXPENSE
Interest on deposits:

Savings and interest bearing demand . . . . . . . . . . . . . . . . . . . 22,875 38,453 86,046 111,053
Time open and C.D.’s of less than $100,000 . . . . . . . . . . . . . 30,495 28,736 93,959 82,124
Time open and C.D.’s of $100,000 and over . . . . . . . . . . . . . 7,038 4,584 21,383 13,052

Interest on federal funds purchased and securities sold under
agreements to repurchase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,585 12,235 16,813 35,593

Interest on long-term debt and other borrowings . . . . . . . . . . . . . . 3,538 2,079 9,696 3,364
Total interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . 68,531 86,087 227,897 245,186
Net interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . 116,014 120,684 350,559 360,887

Provision for loan losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,317 8,216 25,839 27,092
Net interest income after provision for loan losses . . 107,697 112,468 324,720 333,795

NON-INTEREST INCOME
Trust fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,695 14,448 47,687 43,035
Deposit account charges and other fees . . . . . . . . . . . . . . . . . . . . . 21,405 17,974 61,989 52,465
Credit card transaction fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,668 12,895 40,070 36,449
Trading account profits and commissions . . . . . . . . . . . . . . . . . . . . 3,871 1,798 11,301 6,508
Net gains on securities transactions . . . . . . . . . . . . . . . . . . . . . . . . 1,348 305 3,095 810
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,547 16,762 42,932 45,702

Total non-interest income . . . . . . . . . . . . . . . . . . . . . . . 69,534 64,182 207,074 184,969
NON-INTEREST EXPENSE
Salaries and employee benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59,415 55,107 176,100 164,933
Net occupancy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,242 7,794 24,230 22,645
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,461 5,438 16,616 15,875
Supplies and communication . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,353 8,660 24,963 25,319
Data processing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,690 9,779 27,208 28,398
Marketing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,460 2,888 9,848 9,357
Goodwill and core deposit amortization . . . . . . . . . . . . . . . . . . . . . 1,931 1,984 5,708 6,057
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,519 18,415 45,253 48,039

Total non-interest expense . . . . . . . . . . . . . . . . . . . . . . 110,071 110,065 329,926 320,623
Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 67,160 66,585 201,868 198,141
Less income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,642 21,092 66,690 65,790

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 45,518 $ 45,493 $135,178 $132,351

Net income per share—basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ .73 $ .72 $ 2.15 $ 2.06

Net income per share—diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ .71 $ .71 $ 2.12 $ 2.04

See accompanying notes to consolidated financial statements.
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Schedule 3

COMMERCE BANCSHARES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

Number
of Shares
Issued

Common
Stock

Capital
Surplus

Retained
Earnings

Treasury
Stock Other

Accumulated Other
Comprehensive
Income (Loss) Total

(Unaudited)
(Dollars in thousands)

Balance January 1, 2001 . . . . . . . . . . 62,655,891 $313,279 $147,436 $671,147 $ (2,895) $(1,179) $15,967 $1,143,755
Net income . . . . . . . . . . . . . . . . . . . . 135,178 135,178
Change in unrealized gain (loss) on

available for sale securities . . . . . 35,558 35,558

Total comprehensive income . . . . 170,736

Pooling acquisition . . . . . . . . . . . . . 876,750 4,384 5,414 5,198 83 15,079
Purchase of treasury stock . . . . . . . . (44,636) (44,636)
Issuance of stock under purchase,

option and benefit plans . . . . . . . . 2,982 15 (5,195) 12,435 7,255
Issuance of stock under restricted

stock award plan . . . . . . . . . . . . . 21,564 108 720 349 (1,177) —
Restricted stock award amortization 464 464
Cash dividends paid ($.48 per share) (30,268) (30,268)

Balance September 30, 2001 . . . . . . . 63,557,187 $317,786 $148,375 $781,255 $(34,747) $(1,892) $51,608 $1,262,385

Balance January 1, 2000 . . . . . . . . . . . 62,428,078 $312,140 $129,173 $642,746 $ (2,089) $ (916) $ (1,222) $1,079,832
Net income . . . . . . . . . . . . . . . . . . . . 132,351 132,351
Change in unrealized gain (loss) on

available for sale securities . . . . . 6,091 6,091

Total comprehensive income . . . . 138,442

Purchase of treasury stock . . . . . . . . (71,983) (71,983)
Issuance of stock under purchase,

option and benefit plans . . . . . . . . (813) 2,910 2,097
Issuance of stock under restricted

stock award plan . . . . . . . . . . . . . (27) 538 (511) —
Restricted stock award amortization 206 206
Cash dividends paid ($.443 per

share) . . . . . . . . . . . . . . . . . . . . . . (28,372) (28,372)

Balance September 30, 2000 . . . . . . . . 62,428,078 $312,140 $128,333 $746,725 $(70,624) $(1,221) $ 4,869 $1,120,222

See accompanying notes to consolidated financial statements.
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Schedule 4

COMMERCE BANCSHARES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Nine Months
Ended September 30

2001 2000

(Unaudited)
(In thousands)

OPERATING ACTIVITIES:
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 135,178 $ 132,351
Adjustments to reconcile net income to net cash provided by operating activities:

Provision for loan losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,839 27,092
Provision for depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,166 27,815
Accretion of investment security discounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,193) (1,727)
Amortization of investment security premiums . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,999 7,574
Net gains on sales of investment securities (A) . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,095) (810)
Net (increase) decrease in trading securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (12,960) 2,721
(Increase) decrease in interest receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,350 (4,580)
Increase (decrease) in interest payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,102) 4,992
Other changes, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (13,822) (4,552)

Net cash provided by operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . 171,360 190,876

INVESTING ACTIVITIES:
Cash received in acquisition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,035 —
Cash paid in sales of branches . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (20,375)
Proceeds from sales of investment securities (A) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 325,141 197,854
Proceeds from maturities of investment securities (A) . . . . . . . . . . . . . . . . . . . . . . . . . 1,326,297 1,096,695
Purchases of investment securities (A) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,627,730) (819,178)
Net decrease in federal funds sold and securities

purchased under agreements to resell . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,435 43,352
Net (increase) decrease in loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 275,393 (357,277)
Purchases of land, buildings and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (58,752) (34,244)
Sales of land, buildings and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,214 1,797

Net cash provided by (used in) investing activities . . . . . . . . . . . . . . . . . . . . (730,967) 108,624

FINANCING ACTIVITIES:
Net increase (decrease) in non-interest bearing demand, savings,

and interest bearing demand deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 206,170 (201,964)
Net increase (decrease) in time open and C.D.’s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 256,191 (26,531)
Net increase (decrease) in federal funds purchased and securities sold under

agreements to repurchase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 176,049 (224,671)
Repayment of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (50,691) (650)
Additional borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 250,000 100,000
Purchases of treasury stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (44,636) (71,983)
Issuance of stock under purchase, option and benefit plans . . . . . . . . . . . . . . . . . . . . . 5,200 1,807
Cash dividends paid on common stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (30,268) (28,372)

Net cash provided by (used in) financing activities . . . . . . . . . . . . . . . . . . . . 768,015 (452,364)

Increase (decrease) in cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . 208,408 (152,864)
Cash and cash equivalents at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 616,724 685,157

Cash and cash equivalents at September 30 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 825,132 $ 532,293

(A) Available for sale and non-marketable securities

Net income tax payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 47,809 $ 68,265

Interest paid on deposits and borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 229,999 $ 240,525

See accompanying notes to consolidated financial statements.
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Schedule 5

COMMERCE BANCSHARES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2001
(Unaudited)

1. Principles of Consolidation and Presentation

The accompanying consolidated financial statements include the accounts of Commerce Bancshares, Inc. and all
majority-owned subsidiaries (the Company). All significant intercompany accounts and transactions have been
eliminated. Certain reclassifications were made to 2000 data to conform to current year presentation. Results of
operations for the three and nine month periods ended September 30, 2001, are not necessarily indicative of
results to be attained for any other period.

The significant accounting policies followed in the preparation of the quarterly financial statements are the same
as those disclosed in the 2000 Annual Report on Form 10-K, with the addition of the following Note 8,
“Derivatives”.

2. Acquisition Activity

Effective March 1, 2001, the Company acquired Centennial Bank in St. Ann, Missouri, with assets of $254
million, loans of $189 million, and deposits of $216 million. The Company issued 876,750 shares as
consideration in the transaction. The acquisition was accounted for as a pooling of interests; however, the
Company’s financial statements were not restated because restated amounts did not differ materially from
historical results.

3. Allowance for Loan Losses

The following is a summary of the allowance for loan losses.
For the Three Months
Ended September 30

For the Nine Months
Ended September 30

2001 2000 2001 2000

(In thousands)

Balance, beginning of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . $131,109 $127,024 $128,445 $123,042

Additions:
Allowance for loan losses of acquired bank . . . . . . . . . . . . . . — — 2,519 —
Provision for loan losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,317 8,216 25,839 27,092

Total additions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,317 8,216 28,358 27,092

Deductions:
Loan losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,850 10,041 36,343 30,285
Less recoveries on loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,388 3,256 10,504 8,606

Net loan losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,462 6,785 25,839 21,679

Balance, September 30 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $130,964 $128,455 $130,964 $128,455

At September 30, 2001, non-performing assets were $24,662,000, consisting of $22,556,000 in non-accrual loans
and $2,106,000 in foreclosed real estate. Non-performing assets were .32% of total loans and .20% of total assets.
Non-performing assets were $21,324,000 at December 31, 2000. Loans which were past due 90 days or more
and still accruing interest amounted to $23,182,000 at September 30, 2001, compared to $26,670,000 at
December 31, 2000.
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4. Investment Securities

Investment securities, at fair value, consist of the following at September 30, 2001 and December 31, 2000.

September 30
2001

December 31
2000

(In thousands)

Available for sale: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
U.S. government and federal agency obligations . . . . . . . . . . . . . . . . . . . . . . . . . . $1,020,867 $ 749,620
State and municipal obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55,376 62,734
CMO’s and asset-backed securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,676,025 908,220
Other debt securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 152,356 99,731
Equity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44,341 44,686

Trading . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,678 20,674
Non-marketable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,081 55,238

Total investment securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,025,724 $1,940,903

5. Common Stock

The shares used in the calculation of basic and diluted income per share are shown below.

For the Three Months
Ended September 30

For the Nine Months
Ended September 30

2001 2000 2001 2000

(In thousands)

Weighted average common shares outstanding . . . . . . . . . . . . . . . . . 62,795 63,458 62,906 64,293
Stock options . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 743 779 764 694

63,538 64,237 63,670 64,987

6. Comprehensive Income

Comprehensive income is defined as the change in equity from transactions and other events and circumstances
from non-owner sources, and excludes investments by and distributions to owners. Comprehensive income
includes net income and other items of comprehensive income meeting the above criteria. The Company’s only
component of other comprehensive income is the unrealized holding gains and losses on available for sale
investment securities.

For the Three Months
Ended September 30

For the Nine Months
Ended September 30

2001 2000 2001 2000

(In thousands)

Unrealized holding gains . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $36,456 $17,780 $64,253 $6,845
Reclassification adjustment for (gains) losses included in net

income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,089) 3,072 (6,909) 2,814

Net unrealized gains on securities . . . . . . . . . . . . . . . . . . . . . . . . . 34,367 20,852 57,344 9,659
Income tax expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,059 7,924 21,786 3,568

Other comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . $21,308 $12,928 $35,558 $6,091
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7. Segments

Management has established three operating segments within the Company. The Consumer segment includes the
retail branch network, consumer finance, bankcard, student loans and discount brokerage services. The
Commercial segment provides corporate lending, leasing, and international services, as well as business,
government deposit and cash management services. The Money Management segment provides traditional trust
and estate tax planning services, and advisory and discretionary investment management services.

The following table presents selected financial information by segment and reconciliations of combined segment
totals to consolidated totals. There were no material intersegment revenues between the three segments.

Consumer Commercial
Money

Management
Segment
Totals

Other/
Elimination

Consolidated
Totals

(In thousands)
Nine Months Ended September 30, 2001

Net interest income after loan loss expense . . . . . $ 13,432 $ 223,904 $ (9,395) $227,941 $ 96,779 $324,720
Cost of funds allocation . . . . . . . . . . . . . . . . . . . . 201,523 (103,039) 15,028 113,512 (113,512) —
Non-interest income . . . . . . . . . . . . . . . . . . . . . . . 108,498 26,736 61,970 197,204 9,870 207,074

Total net revenue . . . . . . . . . . . . . . . . . . . . . . . . . 323,453 147,601 67,603 538,657 (6,863) 531,794
Non-interest expense . . . . . . . . . . . . . . . . . . . . . . 200,594 68,839 43,076 312,509 17,417 329,926

Income before income taxes . . . . . . . . . . . . . . . . . $122,859 $ 78,762 $ 24,527 $226,148 $ (24,280) $201,868

Nine Months Ended September 30, 2000

Net interest income after loan loss expense . . . . . $ 17,788 $ 246,482 $(10,587) $253,683 $ 80,112 $333,795
Cost of funds allocation . . . . . . . . . . . . . . . . . . . . 174,595 (118,520) 14,875 70,950 (70,950) —
Non-interest income . . . . . . . . . . . . . . . . . . . . . . . 101,854 21,111 53,382 176,347 8,622 184,969

Total net revenue . . . . . . . . . . . . . . . . . . . . . . . . . 294,237 149,073 57,670 500,980 17,784 518,764
Non-interest expense . . . . . . . . . . . . . . . . . . . . . . 189,884 63,267 41,259 294,410 26,213 320,623

Income before income taxes . . . . . . . . . . . . . . . . . $104,353 $ 85,806 $ 16,411 $206,570 $ (8,429) $198,141

Three Months Ended September 30, 2001

Net interest income after loan loss expense . . . . . $ 6,811 $ 68,746 $ (2,748) $ 72,809 $ 34,888 $107,697
Cost of funds allocation . . . . . . . . . . . . . . . . . . . . 70,794 (27,688) 4,622 47,728 (47,728) —
Non-interest income . . . . . . . . . . . . . . . . . . . . . . . 36,793 10,145 20,544 67,482 2,052 69,534

Total net revenue . . . . . . . . . . . . . . . . . . . . . . . . . 114,398 51,203 22,418 188,019 (10,788) 177,231
Non-interest expense . . . . . . . . . . . . . . . . . . . . . . 67,438 22,346 14,225 104,009 6,062 110,071

Income before income taxes . . . . . . . . . . . . . . . . . $ 46,960 $ 28,857 $ 8,193 $ 84,010 $ (16,850) $ 67,160

Three Months Ended September 30, 2000

Net interest income after loan loss expense . . . . . $ 5,865 $ 85,659 $ (3,601) $ 87,923 $ 24,545 $112,468
Cost of funds allocation . . . . . . . . . . . . . . . . . . . . 58,614 (41,885) 4,719 21,448 (21,448) —
Non-interest income . . . . . . . . . . . . . . . . . . . . . . . 35,360 6,981 17,415 59,756 4,426 64,182

Total net revenue . . . . . . . . . . . . . . . . . . . . . . . . . 99,839 50,755 18,533 169,127 7,523 176,650
Non-interest expense . . . . . . . . . . . . . . . . . . . . . . 63,992 20,970 13,674 98,636 11,429 110,065

Income before income taxes . . . . . . . . . . . . . . . . . $ 35,847 $ 29,785 $ 4,859 $ 70,491 $ (3,906) $ 66,585

The segment activity, as shown above, includes both direct and allocated items. Amounts in the “Other/
Elimination” column include activity not related to the segments, such as that relating to administrative
functions, and the effect of certain expense allocations to the segments.
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8. Derivatives

Statement of Financial Accounting Standards (SFAS) No. 133, “Accounting for Derivative Instruments and
Hedging Activities”, and its amendments were adopted by the Company on January 1, 2001. SFAS No. 133
established accounting and reporting standards for derivative instruments and hedging activities. All derivatives
must be recognized on the balance sheet at fair value, with the adjustment to fair value recorded in current
earnings. For derivatives qualifying as hedges, changes in the fair value of the derivative will be either offset
against the changes in fair value of the hedged item through current earnings, or recognized in other
comprehensive income until the hedged item is recognized in current earnings based on the nature of the hedge.
The ineffective portion of the derivative’s change in fair value will be immediately recognized in current
earnings.

The SFAS 133 transition adjustment increased 2001 net income by $8,670. Because of its immateriality, the
adjustment is not presented separately in the income statement. The Company’s usage of derivative instruments
is discussed below.

The Company’s primary risk associated with its lending activity is interest rate risk. Interest rates contain an
ever-present volatility, as they are affected by the public’s perception of the economy’s health at any one point in
time, as well as by specific actions of the Federal Reserve. These fluctuations can either compress or enhance
fixed rate interest margins depending on the liability structure of the funding organization. The Company’s
balance sheet is somewhat asset sensitive. Over the longer term, rising interest rates have a negative effect on
interest margins as funding sources become more expensive relative to these fixed rate loans that do not reprice
as quickly with the change in interest rates. However, in order to maintain its competitive advantage, in certain
circumstances the Company offers fixed rate commercial financing whose term extends beyond its traditional
three to five year parameter. This exposes the Company to the risk that the fair value of the fixed rate loan may
fall if market interest rates increase. To reduce this exposure for certain specified loans, the Company enters into
interest rate swaps, paying interest based on a fixed rate in exchange for interest based on a variable rate. At
September 30, 2001, the Company had three swaps which were designated as fair value hedges.

The Company’s mortgage banking operation makes commitments to extend fixed rate loans secured by 1-4
family residential properties, which are considered to be derivative instruments. These commitments have an
average term of 60 to 90 days. The Company’s general practice is to sell such loans in the secondary market.
During the term of the loan commitment, the value of the loan commitment, which includes mortgage servicing
rights, changes in inverse proportion to changes in market interest rates. The Company obtains forward sale
contracts with investors in the secondary market in order to manage these risk positions. Most of the contracts are
matched to a specific loan on a “best efforts” basis, in which the Company is obligated to deliver the loan only if
the loan closes. Hedge accounting has not been applied to these activities.

The Company’s foreign exchange activity involves the purchase and sale of forward foreign exchange contracts,
which are commitments to purchase or deliver a specified amount of foreign currency at a specific future date.
This activity enables customers involved in international business to hedge their exposure to foreign currency
exchange rate fluctuations. The Company minimizes its related exposure arising from these customer
transactions with offsetting contracts for the same currency and time frame. In addition, the Company uses
foreign exchange contracts, to a limited extent, for trading purposes, including taking proprietary positions. Risk
arises from changes in the currency exchange rate and from the potential for counterparty nonperformance. These
risks are controlled by adherence to a foreign exchange trading policy which contains control limits on currency
amounts, open positions, maturities and losses, and procedures for approvals, record-keeping, monitoring and
reporting. Hedge accounting has not been applied to these foreign exchange activities.
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Schedule 6

COMMERCE BANCSHARES, INC. AND SUBSIDIARIES

MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

September 30, 2001
(Unaudited)

The following discussion and analysis should be read in conjunction with the consolidated financial
statements and related notes and with the statistical information and financial data appearing in this report as well
as the Company’s 2000 Annual Report on Form 10-K. Results of operations for the three and nine month periods
ended September 30, 2001, are not necessarily indicative of results to be attained for any other period.

Three Months Ended
September 30

Nine Months Ended
September 30

2001 2000 2001 2000

Per Share Data
Net income—basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ .73 $ .72 $ 2.15 $ 2.06
Net income—diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .71 .71 2.12 2.04
Cash dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .160 .148 .480 .443
Book value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.18 17.73
Market price . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37.62 35.06

Selected Ratios
(Based on average balance sheets)

Loans to deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81.18% 88.45% 83.66% 86.55%
Non-interest bearing deposits to total deposits . . . . . . . . . . . . . . . 9.57 14.82 12.25 14.93
Equity to loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.90 14.08 15.34 14.05
Equity to deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.90 12.46 12.83 12.16
Equity to total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.38 10.05 10.40 9.87
Return on total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.52 1.65 1.56 1.60
Return on realized stockholders’ equity . . . . . . . . . . . . . . . . . . . . 15.03 16.35 15.36 16.11
Return on total stockholders’ equity . . . . . . . . . . . . . . . . . . . . . . . 14.64 16.42 15.02 16.19

(Based on end-of-period data)
Efficiency ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58.71 58.56 58.47 57.71
Tier I capital ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.56 12.17
Total capital ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.92 13.47
Leverage ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.85 9.68

Summary
Three Months Ended

September 30
Nine Months Ended

September 30

2001 2000 % Change 2001 2000 % Change

(Dollars in thousands)

Net interest income . . . . . . . . . . . . . . . . . $ 116,014 $ 120,684 (3.9)% $ 350,559 $ 360,887 (2.9)%
Provision for loan losses . . . . . . . . . . . . . (8,317) (8,216) 1.2 (25,839) (27,092) (4.6)
Non-interest income . . . . . . . . . . . . . . . . 69,534 64,182 8.3 207,074 184,969 12.0
Non-interest expense . . . . . . . . . . . . . . . . (110,071) (110,065) — (329,926) (320,623) 2.9
Income taxes . . . . . . . . . . . . . . . . . . . . . . (21,642) (21,092) 2.6 (66,690) (65,790) 1.4

Net income . . . . . . . . . . . . . . . . . . . $ 45,518 $ 45,493 .1% $ 135,178 $ 132,351 2.1%
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Consolidated net income for the third quarter of 2001 was $45.5 million and diluted earnings per share was
$.71, which compares to similar amounts for the third quarter of 2000. While net interest income declined from
amounts recorded in the third quarter of last year as a result of the rapid fall in short-term interest rates and a
slight decline in average loans, the decline was offset by growth in non-interest revenues, stable credit costs, and
only slightly higher non-interest expense. Return on average assets for the quarter was 1.52%, compared to
1.65% last year. Return on average realized stockholders’ equity for the third quarter was 15.03% compared to
16.35% in the previous year. The Company’s efficiency ratio, a measure of expense efficiency in generating
income, was 58.71% for the third quarter of 2001 compared to 58.56% for the third quarter of 2000.

Consolidated net income for the first nine months of 2001 was $135.2 million, a 2.1% increase over the first
nine months of 2000. Diluted earnings per share was $2.12 compared to $2.04 last year. Compared to last year,
non-interest income grew 12.0% while non-interest expense grew only 2.9%. Net interest income decreased 2.9%
from last year. The increase in non-interest income was the result of growth in deposit account fees, bond trading
profits, and trust revenue. Non-interest expense increased mainly due to higher salary costs. The Company’s
efficiency ratio for the first nine months of 2001 was 58.47% compared to 57.71% last year.

Effective March 1, 2001, the Company completed its acquisition of Centennial Bank in St. Ann, Missouri,
with assets of $254 million, loans of $189 million, and deposits of $216 million. The Company issued 876,750
shares of common stock as consideration in the transaction. The acquisition was accounted for as a pooling of
interests; however, the Company’s financial statements were not restated because the restated amounts did not
differ materially from the Company’s historical results.

The Company sold various assets and liabilities of two bank branches during the first nine months of 2001,
realizing net gains of $1.9 million. During the same period in the prior year, three bank branches were sold with
net gains of $4.0 million.

Net Interest Income

The following table summarizes the changes in net interest income on a fully tax equivalent basis, by major
category of interest earning assets and interest bearing liabilities, identifying changes related to volumes and
rates. Changes not solely due to volume or rate changes are allocated to rate. Management believes this
allocation method, applied on a consistent basis, provides meaningful comparisons between the respective
periods.
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Analysis of Changes in Net Interest Income
Three Months Ended

September 30, 2001 vs. 2000
Nine Months Ended

September 30, 2001 vs. 2000

Change due to

Total

Change due to

Total
Average
Volume

Average
Rate

Average
Volume

Average
Rate

(In thousands)

Interest income, fully taxable equivalent
basis:

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (1,411) $(25,472) $(26,883) $ 4,842 $(35,094) $(30,252)
Investment securities:

U.S. government and federal
agency securities . . . . . . . . . . . . . 1,697 (2,307) (610) (5,096) (2,574) (7,670)

State and municipal obligations . . . (316) 24 (292) (931) (108) (1,039)
CMO’s and asset-backed securities 4,175 (582) 3,593 1,607 (591) 1,016
Other securities . . . . . . . . . . . . . . . . 983 (1,165) (182) 2,134 (1,916) 218

Federal funds sold and securities
purchased under agreements to resell . 7,668 (5,566) 2,102 19,031 (9,240) 9,791

Total interest income . . . . . . . 12,796 (35,068) (22,272) 21,587 (49,523) (27,936)

Interest expense:
Deposits:

Savings . . . . . . . . . . . . . . . . . . . . . . 71 (714) (643) (2) (1,371) (1,373)
Interest bearing demand . . . . . . . . . 3,324 (18,259) (14,935) 4,377 (28,011) (23,634)
Time open & C.D.’s of less than

$100,000 . . . . . . . . . . . . . . . . . . . 3,403 (1,644) 1,759 7,074 4,761 11,835
Time open & C.D.’s of $100,000

and over . . . . . . . . . . . . . . . . . . . 2,910 (456) 2,454 7,828 503 8,331
Federal funds purchased and securities

sold under agreements to repurchase . (2,904) (4,746) (7,650) (10,961) (7,819) (18,780)
Long-term debt and other borrowings. . . 3,399 (1,756) 1,643 8,169 (1,459) 6,710

Total interest expense . . . . . . . 10,203 (27,575) (17,372) 16,485 (33,396) (16,911)

Net interest income, fully taxable
equivalent basis . . . . . . . . . . . . . . . . . . . . . $ 2,593 $ (7,493) $ (4,900) $ 5,102 $(16,127) $(11,025)

Net interest income for the third quarter of 2001 was $116.0 million, a 3.9% decrease from the third quarter
of 2000, and for the first nine months was $350.6 million, a 2.9% decrease from last year. For the quarter, the net
interest rate margin was 4.22% compared with 4.75% last year, while the nine month margin was 4.41% in 2001
and 4.73% in 2000.

Total interest income for the third quarter of 2001 decreased $22.2 million, or 10.7%, compared to the third
quarter of 2000. The continuation of significant reductions in both the federal funds and prime rates during the
current quarter resulted in reduced interest earnings in large sections of the Company’s business, business real
estate, home equity, and credit card loan portfolios, which are tied to variable rates. Average loan yields declined
132 basis points from the third quarter of 2000 compared to the current quarter. During the current quarter, the
Company reduced rates paid on non-maturity interest bearing deposits to offset the lower loan yields. Declines in
loan balances, coupled with recent purchases of investment securities at lower rates, also reduced total interest
income for the quarter. Short term investments in federal funds sold and resell agreements increased $448.5
million, partly offset by declines in yields. . The average tax equivalent yield on interest earning assets declined
from 8.12% in the third quarter of last year to 6.71% in the current quarter.

Compared to the first nine months of 2001, total interest income decreased $27.6 million, or 4.6%. Average
rates earned on loans decreased 59 basis points, rates earned on investment securities decreased 31 basis points,
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and rates earned on federal funds and resell agreements decreased 187 basis points. These decreases were partly
offset by an increase of $391.1 million in average investments in federal funds sold and resell agreements. The
nine month yield on earning assets decreased from 7.93% in 2000 to 7.28% in 2001.

Total interest expense (net of capitalized interest) decreased $17.6 million, or 20.4%, compared to the third
quarter of 2000, mainly due to a decline in average rates paid on interest bearing deposits of 102 basis points.
The Company’s Premium Money Market deposit accounts showed the largest effects of the rate decline. Interest
expense was also reduced by lower average rates paid on borrowings of federal funds purchased and repurchase
agreements. The impact of the overall rate decline was partly offset by higher average short term certificates of
deposit and Federal Home Loan Bank (FHLB) borrowings, with lower borrowings of federal funds purchased.
During the quarter, the Company obtained an additional $250.0 million in new debt from the FHLB. This debt,
which matures in two years, carries a variable interest rate and the proceeds were used to purchase fixed rate
investment securities. The average cost of funds for all interest bearing liabilities was 2.84% for the third quarter
of 2001, compared to 4.05% for the third quarter of 2000.

Total interest expense decreased $17.3 million, or 7.1%, in the first nine months of 2001 compared to 2000,
with most of the same trends noted in the above quarterly comparison. Average rates paid on interest bearing
demand deposits declined 74 basis points from the prior year, along with rate declines in federal funds purchased
and other borrowings. Partly offsetting the rate declines were higher average balances of interest bearing demand
deposits, certificate of deposit accounts, and FHLB borrowings, with lower borrowings of federal funds
purchased. The overall average cost of funds for the nine month periods decreased from 3.84% in 2000 to 3.36%
in 2001.

Summaries of average assets and liabilities and the corresponding average rates earned/paid appear at the
end of this discussion.

Non-Interest Income
Three Months Ended

September 30
Nine Months Ended

September 30

2001 2000 % Change 2001 2000 % Change

(Dollars in thousands)

Trust fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $15,695 $14,448 8.6% $ 47,687 $ 43,035 10.8%
Deposit account charges and other fees . . . . . . 21,405 17,974 19.1 61,989 52,465 18.2
Credit card transaction fees . . . . . . . . . . . . . . . 13,668 12,895 6.0 40,070 36,449 9.9
Trading account profits and commissions . . . . 3,871 1,798 115.3 11,301 6,508 73.6
Net gains on securities transactions . . . . . . . . . 1,348 305 342.0 3,095 810 282.1
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,547 16,762 (19.2) 42,932 45,702 (6.1)

Total non-interest income . . . . . . . . . . . $69,534 $64,182 8.3% $207,074 $184,969 12.0%

As a % of operating income (net interest
income plus non-interest income) . . . . . . . . . 37.5% 34.7% 37.1% 33.9%

Non-interest income increased 8.3%, or $5.4 million, in the third quarter of 2001 compared to the third
quarter of 2000. Deposit account charges increased 19.1%, or $3.4 million, mainly due to higher fees earned on
overdraft charges and commercial cash management fees. Trust fees were up 8.6% mainly due to higher revenues
on personal trust accounts. Bond trading revenues grew $2.1 million, or 115.3%, as a result of high demand by
correspondent bank customers for fixed income investments. Bankcard fees for the quarter increased 6.0% over
the same quarter last year due mainly to continued strong debit card fees, but lower merchant and cardholder
revenues. Other non-interest income decreased $3.2 million from the third quarter of 2000, due to lower gains on
bank branch sales and lower venture capital partnership investment gains. Partly offsetting these decreases was a
gain of $2.0 million on the sale of $59.5 million of student loans in the current quarter. Net gains on securities
transactions increased $1.0 million compared to the same quarter last year.
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Non-interest income rose $22.1 million over the first nine months of last year with similar trends as noted
above in deposit account charges and bond trading revenue. Credit card transaction fees increased $3.6 million,
due to growth in fees from the Company’s debit card product and slightly higher merchant and cardholder fees.
Trust fees increased $4.7 million due to growth in personal trust fees and a higher than normal fee on a probate
account. Other non-interest income decreased $2.8 million, or 6.1% compared to last year. This decrease was due
to lower gains on bank branch sales and fewer venture capital partnership investment gains, in addition to
declines in non-customer ATM fees and brokerage-related fees. These decreases were partly offset by higher
gains on loan sales of $3.0 million. Other income also included $1.5 million realized in the restructuring of a
venture capital limited partnership, which was entirely offset by expense related to the restructuring, with no
impact on net income. Net gains on securities transactions rose $2.3 million over the first nine months of last
year.

Non-Interest Expense
Three Months Ended

September 30
Nine Months Ended

September 30

2001 2000 % Change 2001 2000 % Change

(Dollars in thousands)

Salaries and employee benefits . . . . . . . . . . . $ 59,415 $ 55,107 7.8% $176,100 $164,933 6.8%
Net occupancy . . . . . . . . . . . . . . . . . . . . . . . . 8,242 7,794 5.7 24,230 22,645 7.0
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,461 5,438 .4 16,616 15,875 4.7
Supplies and communication . . . . . . . . . . . . 8,353 8,660 (3.5) 24,963 25,319 (1.4)
Data processing . . . . . . . . . . . . . . . . . . . . . . . 8,690 9,779 (11.1) 27,208 28,398 (4.2)
Marketing . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,460 2,888 19.8 9,848 9,357 5.2
Goodwill and core deposit amortization . . . . 1,931 1,984 (2.7) 5,708 6,057 (5.8)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,519 18,415 (21.2) 45,253 48,039 (5.8)

Total non-interest expense . . . . . . . . . $110,071 $110,065 — % $329,926 $320,623 2.9%

Full-time equivalent employees . . . . . . . . . . 5,131 5,043 1.7% 5,119 5,095 .5%

Non-interest expense for the quarter amounted to $110.1 million, which was consistent with expense levels
recorded in the third quarter of last year. Compared with the third quarter of 2000, salaries and employee benefits
grew 7.8%, or $4.3 million, mainly as a result of higher costs for full-time employees. Data processing costs
were lower, especially as the result of lower fees to process credit cards, while costs for supplies and
communication declined mainly due to lower costs for postage. Occupancy and marketing costs showed modest
increases, while equipment expense remained stable. Other expense decreased compared to the third quarter of
2000, mainly due to last year’s contribution of appreciated securities to a charitable organization. The efficiency
ratio was 58.71% in the third quarter of 2001 compared to 58.56% in the third quarter of 2000 and 58.50% in the
second quarter of 2001.

Non-interest expense rose $9.3 million, or 2.9%, over the first nine months of 2000. Salaries and employee
benefits increased $11.2 million due to higher full-time salary expense, partly offset by lower incentive expense.
Occupancy expense increased $1.6 million mainly due to higher than usual costs for utilities and weather-related
expenses incurred during the winter months of 2001. Equipment expense increased over the prior year because of
higher servicing and maintenance costs. Data processing expense declined $1.2 million due to lower charges by
information service providers. Other non-interest expense decreased $2.8 million from last year, partly due to the
decline in charitable contributions offset by the partnership restructuring expense, as noted above.
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Allowance for Loan Losses

Three Months Ended
Nine Months Ended

Sept. 30

Sept. 30
2001

Sept. 30
2000

June 30
2001 2001 2000

(Dollars in thousands)

Provision for loan losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $8,317 $8,216 $7,992 $25,839 $27,092

Net loan charge-offs (recoveries):
Business . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,888 937 884 5,222 3,036
Credit card . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,173 3,790 5,355 14,352 11,937
Personal banking . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,321 1,866 1,713 6,338 6,284
Real estate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80 192 11 (73) 422

Total net loan charge-offs . . . . . . . . . . . . . . . . . . . . . . $8,462 $6,785 $7,963 $25,839 $21,679

Net annualized total charge-offs as a percentage of average
loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .43% .34% .40% .44% .37%

The Company has an established process to determine the amount of the allowance for loan losses, which
assesses the risks and losses inherent in its portfolio. This process provides an allowance consisting of an
allocated and unallocated component. To determine the allocated component of the allowance, the Company
combines estimates of the allowances needed for loans reviewed on an individual basis with estimates of reserves
needed for pools of loans reviewed. This process uses tools such as the “watch list” and loss experience models.
To mitigate the imprecision in the estimation of the allocated component, it is supplemented by an unallocated
component. The unallocated component is based on management’s determination of amounts necessary for loan
concentrations, economic uncertainties and subjective factors.

The Company’s estimate of the allowance for loan losses and the corresponding provision for loan losses
rests upon various judgments and assumptions made by management. Considerations which influence these
judgements include past loan loss experience, current loan portfolio mix, prevailing regional and national
economic conditions, and the Company’s ongoing examination process by its internal loan review staff and its
regulators.

Net loan charge-offs were $25.8 million in the first nine months of 2001, a $4.2 million increase over the
same period in the prior year. The increase was due to a $2.4 million increase in credit card loan net charge-offs
and a $2.2 million increase in business loan net charge-offs. Total net charge-offs for the first nine months of
2001 were .44% of total average loans, an increase compared to .37% for the same period in 2000.

Net loan charge-offs for the third quarter of 2001 amounted to $8.5 million compared with $8.0 million in
the second quarter of 2001 and $6.8 million in the third quarter of last year. The increase in net loan charge-offs
in the current quarter compared with the second quarter of this year is the result of higher business loan charge-
offs of $1.0 million coupled with an increase in personal banking loan charge-offs of $608 thousand. These
higher charge-offs, however, were partially offset by a decline in credit card charge-offs of $1.2 million as a
result of lower bankruptcy filings and improving delinquencies.

For the third quarter of 2001, net charge-offs on average credit card loans amounted to 3.42%, compared
with 4.41% in the second quarter of this year. On a year to date basis, such net charge-offs amounted to 3.91%.
Also, personal loan charge-offs amounted to .56% of average loans this quarter compared with .43% in the
second quarter this year. The provision for loan losses for the quarter totaled $8.3 million, up from $8.0 million
in the second quarter this year. The allowance for loan losses at September 30, 2001, amounted to $131.0 million,
or 1.68% of total loans, and represented 531% of total non-performing assets. The Company considers the
allowance for loan losses adequate to cover losses inherent in loans at September 30, 2001.
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Risk Elements of Loan Portfolio

The following table presents non-performing assets and loans which are past due 90 days and still accruing
interest. Non-performing assets include non-accruing loans and foreclosed real estate. Loans are placed on non-
accrual status when management does not expect to collect payments consistent with acceptable and agreed upon
terms of repayment. These generally are loans that are 90 days past due as to principal and/or interest payments,
unless both well-secured and in the process of collection, or are real estate 1–4 family first mortgage loans or
consumer loans that are exempt under regulatory rules from being classified as non-accrual. Those loans,
anticipated to be collected, are included in the totals below for loans past due 90 days and still accruing interest.

Sept. 30, 2001 June 30, 2001 Dec. 31, 2000

(Dollars in thousands)

Non-accrual loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $22,556 $24,458 $19,617
Foreclosed real estate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,106 2,171 1,707

Total non-performing assets . . . . . . . . . . . . . . . . . . . . . . . $24,662 $26,629 $21,324

Non-performing assets to total loans . . . . . . . . . . . . . . . . . . . . .32% .34% .27%
Non-performing assets to total assets . . . . . . . . . . . . . . . . . . . . .20% .23% .19%
Loans past due 90 days and still accruing interest . . . . . . . . . . $23,182 $20,268 $26,670

Non-performing assets at September 30, 2001, were $24.7 million, an increase of $3.3 million, or 15.7%,
over year end 2000 totals. During the current quarter, non-performing assets declined $2.0 million. Loans
delinquent 90 days or more and still accruing interest totaled $23.2 million at September 30, 2001, a decrease of
$3.5 million from year end totals.

Income Taxes

The Company’s income tax expense was $66.7 million for the first nine months of 2001 and $65.8 million
for the same period in 2000, resulting in effective tax rates of 33.0% and 33.2%, respectively. The 2001 third
quarter effective tax rate was 32.2% compared to 31.7% for the third quarter of 2000.

Operating Segments

The Company segregates financial information for use in assessing its performance and allocating resources
among three operating segments. The results are determined based on the Company’s management accounting
process, which assigns balance sheet and income statement items to each responsible segment. These segments
are defined by customer base and product type. The management process measures the performance of the
operating segments based on the management structure of the Company and is not necessarily comparable with
similar information for any other financial institution. Each segment is managed by executives who, in
conjunction with the Chief Executive Officer, make strategic business decisions regarding that segment. The
three reportable operating segments are Consumer, Commercial and Money Management. Additional
information is presented in the Segments note to the consolidated financial statements.

Consumer

The Consumer segment includes the retail branch network, consumer finance, bankcard, student loans and
discount brokerage. For the nine months ended September 30, 2001, pre-tax earnings amounted to $122.9
million, up $18.5 million, or 17.7%, over the previous year. Most of this increase was due to a $26.9 million
increase in funding credits allocated to the segment. Non-interest income increased $6.6 million, or 6.5%, mainly
in credit card fees and deposit account charges. Credit card fees were higher due to growth in debit card fees,
while deposit account charges increased due to higher overdraft and return items fees. These increases were
partly offset by lower direct net interest income of $1.8 million and a $2.6 million increase in net charge-offs,

17



19044 TX 18COMMERCE BANCSHARES,
FORM 10-Q

06-Nov-2001 05:44 EST
CLN PSCHI

R.R. Donnelley ProFile CHI hinda0br 5*
PMT 1C

172.21.53.121
5.5.9

mainly in the credit card area. Non-interest expense increased $10.7 million mainly due to higher costs for
salaries and employee benefits and management fees, partly offset by lower processing charges.

Commercial

The Commercial segment provides corporate lending, leasing, international services, and corporate cash
management services. Pre-tax earnings for the first nine months of 2001 were $78.8 million, a decrease of 8.2%
from the prior year. Direct net interest income decreased $21.0 million, resulting mainly from lower commercial
loan interest income. Assigned costs of funding also decreased $15.5 million. Non-interest income increased $5.6
million mainly due to higher cash management fees, which were up 36.6%. Non-interest expense increased $5.6
million, or 8.8%, mainly as a result of higher costs for processing and assigned management overhead costs.

Money Management

The Money Management segment consists of trust and capital markets activities. The Trust group provides
trust and estate planning services, and advisory and discretionary investment management services. It also
provides investment management services to The Commerce Funds, a series of mutual funds with $2.07 billion
in total assets. The Capital Markets group sells primarily fixed-income securities to individuals, corporations,
correspondent banks, public institutions, and municipalities, and also provides investment safekeeping and bond
accounting services. Pre-tax earnings were $24.5 million for the first nine months in 2001, an increase of $8.1
million, or 49.5%, compared to the prior year. Non-interest income increased $8.6 million due to higher trading
account profits in the Capital Markets group from increased sales to bank and other corporate customers. Trust
fees were also higher due to growth in personal trust fees coupled with a higher than normal fee on a probate
account. Non-interest expense increased $1.8 million over 2000, mainly due to higher costs for salaries and
employee benefits.

Liquidity and Capital Resources

Liquidity represents the Company’s ability to obtain cost-effective funding to meet the needs of customers
as well as the Company’s financial obligations. Liquidity can be provided through the subsidiary banks’ sale and
maturity of federal funds sold and securities purchased under agreements to resell and their available for sale
investment portfolio. These liquid assets had a fair value of $3.02 billion at September 30, 2001, which included
$1.20 billion pledged to secure public deposits, discount window borrowings, and other purposes as required by
law. Within the next twelve months, 9% of the banks’ available for sale portfolio will mature. The available for
sale bank portfolio included an unrealized net gain in fair value of $47.8 million at September 30, 2001 compared
to an unrealized net loss of $9.5 million at December 31, 2000. Liquidity can also be obtained through secured
advances from the FHLB, of which certain subsidiary banks are members. These borrowings are generally
secured by residential mortgages and mortgage-backed securities.

The liquid assets of the Parent consist primarily of commercial paper, securities purchased under
agreements to resell, U.S. treasury bills, and marketable corporate equity securities. The fair value of these
investments was $151.3 million at September 30, 2001 compared to $127.6 million at December 31, 2000.
Included in the fair values were unrealized net gains of $31.2 million at September 30, 2001 and $31.3 million at
December 31, 2000. The Parent’s liabilities totaled $97.5 million at September 30, 2001, compared to $17.2
million at December 31, 2000. Liabilities at September 30, 2001, included $85.0 million advanced mainly from
subsidiary bank holding companies in order to combine resources for short-term investment in liquid assets. The
funds advanced from the subsidiary bank holding companies consist mainly of subsidiary bank dividends. The
Parent had no short-term borrowings from affiliate banks or long-term debt during 2001. The Parent’s
commercial paper, which management believes is readily marketable, has a P1 rating from Moody’s and an A1
rating from Standard & Poor’s. This credit availability should provide adequate funds to meet any outstanding or
future commitments of the Parent.
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In February 2001, the Board of Directors announced the approval of additional purchases of the Company’s
common stock, bringing the total purchase authorization to 3,000,000 shares. During the first nine months of
2001, the Company had acquired 1,197,238 shares at an average cost of $37.28. The Company has routinely used
these reacquired shares to fund annual stock dividends and various stock option programs. At an October 2001
meeting, the Board authorized the eighth annual consecutive 5% stock dividend, which will be distributed in
December 2001.

The Company had an equity to asset ratio of 10.40% based on 2001 average balances. As shown in the
following table, the Company’s capital exceeded the minimum risk-based capital and leverage requirements of
the regulatory agencies.

September 30, 2001 December 31, 2000
Minimum Ratios for

Well-Capitalized Banks

(Dollars in thousands)

Risk-Adjusted Assets . . . . . . . . . . . . . . . . . . . . . . . . . . $9,232,956 $8,889,195

Tier I Capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,160,000 1,070,491

Total Capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,285,515 1,187,865

Tier I Capital Ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.56% 12.04% 6.00%

Total Capital Ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.92% 13.36% 10.00%

Leverage Ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.85% 9.91% 5.00%

The Company’s cash and cash equivalents (defined as “Cash and due from banks”) were $825.1 million at
September 30, 2001, an increase of $208.4 million over December 31, 2000. Contributing to the net cash inflow
were a $462.4 million net increase in deposits, $250.0 million additional FHLB borrowings, additional overnight
borrowings of $176.0 million, a $275.4 million decrease in loans (including repayments), and $171.4 million
generated from operating activities. Partially offsetting these net inflows were $976.3 million in purchases of
investment securities, net of maturities and sales. Total assets increased $1.20 billion over December 31, 2000,
mainly in available for sale investment securities.

The Company has various commitments and contingent liabilities which are properly not reflected on the
balance sheet. Loan commitments (excluding derivative instruments and lines of credit related to credit cards)
totaled approximately $2.97 billion, standby letters of credit totaled $330.0 million, and commercial letters of
credit totaled $21.8 million at September 30, 2001.

Derivative Financial Instruments

The Company maintains an overall interest rate risk management strategy that permits the use of derivative
instruments to modify exposure to interest rate risk. The Company’s interest rate risk management strategy
includes the ability to modify the repricing characteristics of certain assets and liabilities so that changes in
interest rates do not adversely affect the net interest margin and cash flows. Interest rate swaps are used on a
limited basis as part of this strategy. At present the Company has three outstanding swaps which are accounted
for as fair value hedges of fixed rate loans. This accounting results in the changes in the fair values of the swaps
and the hedged loans being offset against each other in current earnings.

The Company enters into foreign exchange derivative instruments as an accommodation to customers and
offsets the related foreign exchange risk by entering into offsetting third-party forward contracts with approved
reputable counterparties. In addition, the Company takes proprietary positions in such contracts based on market
expectations. This trading activity is managed within a policy of specific controls and limits.

Additionally, interest rate lock commitments issued on residential mortgage loans intended to be held for
resale are considered derivative instruments. The interest rate exposure on these commitments is economically
hedged primarily with forward sale contracts in the secondary market.
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The Company is exposed to credit risk in the event of nonperformance by counterparties to financial
instruments. The Company controls the credit risk of its financial contracts through credit approvals, limits and
monitoring procedures. Because the Company generally enters into transactions only with high quality
counterparties, losses associated with counterparty nonperformance on derivative financial instruments have been
immaterial.

The following table summarizes the notional amounts and estimated fair values of the Company’s derivative
instruments at September 30, 2001. Notional amount, along with the other terms of the derivative, is used to
determine the amounts to be exchanged between the counterparties. Because the notional amount does not
represent amounts exchanged by the parties, it is not a measure of loss exposure related to the use of derivatives
nor of exposure to liquidity risk. Positive fair values are recorded in other assets and negative fair values are
recorded in other liabilities in the September 30, 2001, balance sheet.

Notional
Amount

Positive
Fair Value

Negative
Fair Value

(In thousands)

Interest rate swaps . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25,291 $ — $(1,244)
Foreign exchange contracts:

Forward contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 196,546 7,083 (6,970)
Options written/purchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,935 1 (1)

Mortgage loan commitments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,162 412 —
Mortgage loan forward sale contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,244 11 (260)

Total at September 30, 2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $283,178 $7,507 $(8,475)

Quantitative and Qualitative Disclosures about Market Risk

Market risk is the exposure to loss resulting from changes in interest rates, foreign currency exchange rates,
commodity prices and equity prices. The Company’s assets and liabilities are principally financial in nature and
the resulting net interest income thereon is subject to changes in market interest rates and the mix of various
assets and liabilities. Interest rates in the financial markets affect the Company’s decisions on pricing its assets
and liabilities which impacts net interest income, a significant cash flow source for the Company. As a result, a
substantial portion of the Company’s risk management activities relates to managing interest rate risk.

The objective of the Company’s Asset/Liability Management Committee is to manage interest rate risk and
achieve reasonable stability in net interest income throughout interest rate cycles. It monitors the interest rate
sensitivity of the Company’s balance sheet monthly using earnings simulation models and interest sensitivity
GAP analysis. Using these tools, management attempts to optimize the asset/liability mix to minimize the
impacts of significant rate movements within a broad range of interest rate scenarios.

Simulation models are prepared to determine the impact on net interest income for the coming twelve
months under several interest rate scenarios. One such scenario uses rates and volumes at September 30, 2001 for
the twelve month projection. When this position is subjected to graduated shifts in interest rates, the expected
annual impact to the Company’s net interest income is as follows:

Scenario
$ in

millions
% of Net

Interest Income

200 basis points rising . . . . . . . . . . . . . . . . . . . . . . . . $ .7 .1%
100 basis points rising . . . . . . . . . . . . . . . . . . . . . . . . .5 .1
100 basis points falling . . . . . . . . . . . . . . . . . . . . . . . .7 .2
200 basis points falling . . . . . . . . . . . . . . . . . . . . . . . (.2) (.1)

Currently, the Company does not have significant risks related to foreign exchange, commodities or equity
exposures.
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Impact of Accounting Standards

Statement of Financial Accounting Standards (SFAS) No. 141, “Business Combinations”, applies to all
combinations initiated after June 30, 2001. It requires that all business combinations be accounted for by a single
method—the purchase method. Prior to this standard, business combinations were accounted for using one of two
methods, the pooling-of-interests method (pooling method) or the purchase method. The pooling method,
required if certain criteria were met, involved joining the balance sheets of the combining entities with no
adjustments to assets or liabilities. The purchase method requires the acquiring entity to allocate the cost of an
acquired entity to the assets acquired and liabilities assumed based on their estimated fair values at date of
acquisition, and the excess of the cost over the net amounts assigned to assets acquired and liabilities assumed to
be recognized as goodwill.

SFAS No. 141 required disclosure of the primary reasons for the business combination and the allocation of
the purchase price among the acquired assets and liabilities. When the amounts of goodwill and intangible assets
acquired are significant, additional disclosure about those assets is required. Additional guidance on the
identification and recognition of intangible assets is provided in the Statement.

SFAS No. 142, “Goodwill and Other Intangible Assets” will be adopted by the Company on January 1,
2002. This Statement addresses the accounting and reporting for acquired goodwill and other intangible assets.
Goodwill shall not be amortized after December 31, 2001. It shall be tested for impairment at a reporting unit
level, under certain circumstances. Intangible assets with definite useful lives shall be amortized over their
respective estimated useful lives to the estimated residual values, and reviewed for impairment.

In connection with the transitional goodwill impairment evaluation, SFAS No. 142 requires the Company to
assess whether there is an indication that goodwill is impaired as of the date of adoption. This assessment is a
two step process. The first step is to compare the fair value of the reporting unit with its carrying amount,
including goodwill. If the carrying amount of the reporting unit exceeds its fair value, the second step of the test
must be performed. The second step is to compare the implied fair value of reporting unit goodwill with the
carrying amount of that goodwill. If the carrying amount of reporting unit goodwill exceeds the implied fair
value of that goodwill, an impairment loss shall be recognized in an amount equal to that excess.

As of the date of adoption, the Company expects to have unamortized goodwill of approximately $44.0
million and unamortized identifiable intangible assets of approximately $6.6 million which will be subject to the
transition provisions of SFAS No. 141 and 142. Amortization expense related to goodwill was $3.5 million and
$3.6 million for the nine months ended September 30, 2001 and 2000, respectively. Due to the extensive effort
required to comply with the Statement, it is not possible at this time to reasonably estimate the effect of adoption,
including whether any transitional impairment loss adjustments will be required to be recorded as a cumulative
effect of a change in accounting principle.

SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”, will be adopted by the
Company on January 1, 2002. This Statement establishes a single accounting model for all long-lived assets to be
disposed of by sale, which is to measure a long-lived asset classified as held for sale at the lower of its carrying
amount or fair value less cost to sell and to cease depreciation. The Statement also establishes criteria to
determine when a long-lived asset is held for sale and provides additional guidance on accounting for such in
specific circumstances. The Company does not anticipate that the adoption of the new Statement will have a
significant effect on earnings or the financial position of the Company.

Cautionary Statement Pursuant to Safe Harbor Provisions of the Private Securities Litigation Reform Act
of 1995

This report contains “forward-looking statements” within the meaning of the federal securities laws. Such
statements are subject to certain risks and uncertainties, including changes in economic conditions in the
Company’s market area, changes in policies by regulatory agencies, fluctuations in interest rates, demand for
loans in the Company’s market area, and competition, that could cause actual results to differ materially from
historical earnings and those presently anticipated or projected.
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AVERAGE BALANCE SHEETS—AVERAGE RATES AND YIELDS

Nine Months Ended September 30, 2001 and 2000
Nine Months 2001 Nine Months 2000

Average
Balance

Interest
Income/
Expense

Avg. Rates
Earned/
Paid

Average
Balance

Interest
Income/
Expense

Avg. Rates
Earned/
Paid

(Dollars in thousands)
ASSETS:
Loans:

Business (A) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,599,407 $136,665 7.03% $ 2,617,277 $159,302 8.13%
Construction and development . . . . . . . . . . . . . . . . . . . . . . . . . . . 407,961 23,500 7.70 383,366 24,960 8.70
Real estate—business . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,376,225 79,269 7.70 1,265,537 77,986 8.23
Real estate—personal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,354,568 75,401 7.44 1,418,408 78,484 7.39
Personal banking . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,618,173 98,947 8.18 1,591,185 99,840 8.38
Credit card . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 491,205 48,573 13.22 496,388 52,035 14.00

Total loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,847,539 462,355 7.88 7,772,161 492,607 8.47

Investment securities:
U.S. government & federal agency . . . . . . . . . . . . . . . . . . . . . . . . 850,191 36,623 5.76 960,807 44,293 6.16
State & municipal obligations (A) . . . . . . . . . . . . . . . . . . . . . . . . . 58,247 3,302 7.58 74,138 4,341 7.82
CMO’s and asset-backed securities . . . . . . . . . . . . . . . . . . . . . . . . 1,097,994 50,510 6.15 1,063,457 49,494 6.22
Trading securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,745 741 5.92 11,047 552 6.68
Other marketable securities (A) . . . . . . . . . . . . . . . . . . . . . . . . . . . 119,118 4,293 4.82 85,349 4,286 6.71
Non-marketable securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 54,422 2,049 5.03 50,569 2,027 5.35

Total investment securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,196,717 97,518 5.94 2,245,367 104,993 6.25

Federal funds sold and securities purchased under
agreements to resell . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 623,101 20,777 4.46 231,965 10,986 6.33

Total interest earning assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,667,357 580,650 7.28 10,249,493 608,586 7.93

Less allowance for loan losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (129,980) (125,213)
Unrealized gain (loss) on investment securities . . . . . . . . . . . . . . . . 44,656 (8,824)
Cash and due from banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 533,564 537,020
Land, buildings and equipment, net . . . . . . . . . . . . . . . . . . . . . . . . . . 279,288 241,993
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 175,503 172,112

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $11,570,388 $11,066,581

LIABILITIES AND EQUITY:
Interest bearing deposits:

Savings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 321,240 2,813 1.17 $ 321,402 4,186 1.74
Interest bearing demand . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,143,069 83,233 2.16 4,925,498 106,867 2.90
Time open & C.D.’s of less than $100,000 . . . . . . . . . . . . . . . . . . 2,252,089 93,959 5.58 2,070,487 82,124 5.30
Time open & C.D.’s of $100,000 and over . . . . . . . . . . . . . . . . . . 514,635 21,383 5.56 321,805 13,052 5.42

Total interest bearing deposits . . . . . . . . . . . . . . . . . . . . . . . . . . 8,231,033 201,388 3.27 7,639,192 206,229 3.61

Borrowings:
Federal funds purchased and securities sold under

agreements to repurchase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 594,981 16,813 3.78 826,073 35,593 5.76
Long-term debt and other borrowings (B) . . . . . . . . . . . . . . . . . . . 256,339 10,277 5.36 78,576 3,567 6.06

Total borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 851,320 27,090 4.25 904,649 39,160 5.78

Total interest bearing liabilities . . . . . . . . . . . . . . . . . . . . . . . . . 9,082,353 228,478 3.36% 8,543,841 245,389 3.84%

Non-interest bearing demand deposits . . . . . . . . . . . . . . . . . . . . . . . . 1,149,358 1,341,155
Other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 135,060 89,314
Stockholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,203,617 1,092,271

Total liabilities and equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $11,570,388 $11,066,581

Net interest margin (T/E) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $352,172 $363,197

Net yield on interest earning assets . . . . . . . . . . . . . . . . . . . . . . . . . . 4.41% 4.73%

(A) Stated on a tax equivalent basis using a federal income tax rate of 35%.
(B) Interest expense capitalized on construction projects is not deducted from the interest expense shown above.
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Interest
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Expense

Avg. Rates
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ASSETS:
Loans:

Business (A) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,476,368 $ 39,459 6.32% $ 2,622,781 $ 55,089 8.36%
Construction and development . . . . . . . . . . . . . . . . . . . . . . . . . . . 414,146 7,552 7.23 396,781 9,063 9.09
Real estate—business . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,421,017 26,147 7.30 1,257,970 26,665 8.43
Real estate—personal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,319,655 23,987 7.21 1,433,468 26,772 7.43
Personal banking . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,644,963 31,874 7.69 1,618,746 34,861 8.57
Credit card . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 483,560 14,754 12.10 498,299 18,206 14.54

Total loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,759,709 143,773 7.35 7,828,045 170,656 8.67

Investment securities:
U.S. government & federal agency . . . . . . . . . . . . . . . . . . . . . . . . 950,412 12,380 5.17 840,932 12,990 6.15
State & municipal obligations (A) . . . . . . . . . . . . . . . . . . . . . . . . . 55,355 1,082 7.75 71,810 1,374 7.61
CMO’s and asset-backed securities . . . . . . . . . . . . . . . . . . . . . . . . 1,281,636 19,346 5.99 1,013,601 15,753 6.18
Trading securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,305 227 5.88 11,724 203 6.89
Other marketable securities (A) . . . . . . . . . . . . . . . . . . . . . . . . . . . 143,159 1,327 3.68 84,302 1,470 6.94
Non-marketable securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57,098 850 5.91 64,850 913 5.60

Total investment securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,502,965 35,212 5.58 2,087,219 32,703 6.23

Federal funds sold and securities purchased under agreements to
resell . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 697,730 6,300 3.58 249,194 4,198 6.70

Total interest earning assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,960,404 185,285 6.71 10,164,458 207,557 8.12

Less allowance for loan losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (130,356) (127,191)
Unrealized gain (loss) on investment securities . . . . . . . . . . . . . . . . 53,267 (6,959)
Cash and due from banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 531,982 522,751
Land, buildings and equipment, net . . . . . . . . . . . . . . . . . . . . . . . . . . 297,544 246,592
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 175,472 164,735

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $11,888,313 $10,964,386

LIABILITIES AND EQUITY:
Interest bearing deposits:

Savings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 330,514 738 .89 $ 314,346 1,381 1.75
Interest bearing demand . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,468,739 22,137 1.61 4,841,321 37,072 3.05
Time open & C.D.’s of less than $100,000 . . . . . . . . . . . . . . . . . . 2,299,700 30,495 5.26 2,049,438 28,736 5.58
Time open & C.D.’s of $100,000 and over . . . . . . . . . . . . . . . . . . 545,203 7,038 5.12 333,625 4,584 5.47

Total interest bearing deposits . . . . . . . . . . . . . . . . . . . . . . . . . . 8,644,156 60,408 2.77 7,538,730 71,773 3.79

Borrowings:
Federal funds purchased and securities sold under agreements to

repurchase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 629,371 4,585 2.89 795,712 12,235 6.12
Long-term debt and other borrowings (B) . . . . . . . . . . . . . . . . . . . 326,138 3,722 4.53 125,091 2,079 6.61

Total borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 955,509 8,307 3.45 920,803 14,314 6.18

Total interest bearing liabilities . . . . . . . . . . . . . . . . . . . . . . . . . 9,599,665 68,715 2.84% 8,459,533 86,087 4.05%

Non-interest bearing demand deposits . . . . . . . . . . . . . . . . . . . . . . . . 914,871 1,311,248
Other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 140,248 91,225
Stockholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,233,529 1,102,380

Total liabilities and equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $11,888,313 $10,964,386

Net interest margin (T/E) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $116,570 $121,470

Net yield on interest earning assets . . . . . . . . . . . . . . . . . . . . . . . . . . 4.22% 4.75%

(A) Stated on a tax equivalent basis using a federal income tax rate of 35%.
(B) Interest expense capitalized on construction projects is not deducted from the interest expense shown above.
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